Message to Members of Vermont’s State Level Retirement Plans
Members Reassured About Monthly Pension Benefit

Given the continuing turmoil and recent downward trajectory in global financial markets and
economies, many members of Vermont’s state-level retirement plans have expressed
concern about the security of their retirement benefits and the investments that support
those benefits.

The vast majority of state employees, teachers, and municipal employees participate in a
defined benefit pension plan. If you are in this group, while current events in the financial
markets are certainly a cause for concern, you have a legal right to your benefits as they
come due. Your monthly pension benefit is based on various factors such as years of service
and salary, not investment results. A decline in the stock market, or failure of a large bank,
does not affect the amount of your defined benefit plan retirement payments.

The Vermont Pension Investment Committee (VPIC) takes responsibility for the
management and investment of the trust funds that support your benefits, and understands
that markets will fluctuate. The assets of your pension plan are invested in a manner that is
consistent with the plan’s long-term obligation to its members. It is important to remember
that the VPIC is a long-term investor with a time horizon that lasts over decades, and that
the investment portfolio is well diversified in many different asset classes.

As with all institutional investors, Vermont pension funds have experienced a significant
decline in value this year. Through September 30, the market value of pension investments
declined about 16.5% or around $500 million in the previous twelve months. That is a very
significant decline, but keep in mind the S&P 500 declined 22% over that time period.
Diversification and risk control mechanisms have minimized the adverse impact of these
historic events. A significant and sustained decline in investment earnings over time would
not affect defined retirement benefits, but would result in a need for additional funding by
the State of Vermont and municipal employers.

For those participants in a defined contribution or deferred compensation investment
program, the value of investments fluctuates over time. Therefore, each participant should
continue to monitor his/her own circumstance, objective, tolerance of risk, time frame, and
investment outlook.

Great West Retirement Services is the firm retained by the Vermont State Retirement Board
to administer the deferred compensation program for the State of Vermont. A presentation
titled] “Making Sense of Market Volatility: Retirement Planning Strategies for the Everyday |
Investor” further explores the impact of the current market on investments.



http://www.vermonttreasurer.gov/documents/misc/MarketVolatilityGW.pdf



